The Spectrum of Children's Health Coverage
Children in the United States receive health coverage from a variety of sources. In general, coverage falls into one of five different categories. 1 As Figure 1 shows, the majority of children (51 million) have private health insurance. Another 18 million children are covered by the two major public health insurance programs: Medicaid (15 million) and SCHIP (3 million); meanwhile, 2 million children have some other form of health coverage, such as military health care or Medicare. 2 Despite the range of coverage options, approximately 9 million children remain uninsured. A range of factors contributes to this problem, including the ways in which programs are designed and implemented.
Private Health Insurance
In 2000, 51 million children in the United States had private health insurance coverage. 3 The majority (94%) ments. Overall, the federal government pays 57% of Medicaid costs, and states pay 43%, though the actual matching rates range from 50% to 77%, according to each state's ability to contribute. 10 States administer their own Medicaid programs following statutes and rules set out by the federal government. The federal Centers for Medicare and Medicaid Services (CMS), a division of the U.S. Department of Health and Human Services (DHHS), oversees Medicaid.
Medicaid is an entitlement program, meaning that applicants who meet eligibility criteria will receive coverage. Most children with Medicaid coverage are in very low-income families, usually under 100% or 133% of the FPL, or $17,050 per year for a family of four (see Appendix 1 at the end of this article for a list of Medicaid income-eligibility levels for children). Medicaid enrollees, in most cases, do not pay premiums. The vast majority of children in Medicaid do not have copayments or other forms of cost sharing. Others in Medicaid can have nominal, very low co-payments (for example, one dollar to three dollars for an office visit).
SCHIP
Enacted in 1997, SCHIP is another federal program jointly funded by the federal government and the states. Its purpose is to cover uninsured children in families with incomes above Medicaid eligibility but below the level needed to afford private coverage (see Figure 2) . The federal share of funding is higher for SCHIP than for Medicaid, and states have greater flexibility in administering SCHIP than Medicaid. Overall, the federal government funds 75% of SCHIP costs, and states fund the rest, with actual matching rates ranging from 65% to 84%. 11 Unlike Medicaid, SCHIP is not an entitlement program. The federal government has budgeted a specific amount per year for the program through 2007. When either state or federal funding limits are reached, states may (and have) impose waiting lists or enrollment freezes on SCHIP. 12 While states may establish their own income-eligibility criteria for SCHIP, and income ceilings range from 133% to 350% of the FPL, about two-thirds of states enroll children in families up to 200% of the FPL (see Appendix 1 at the end of this article). Two-thirds of the states charge monthly or annual premiums, which by law may not exceed 5% of family income (see Appendix 2 at the end of this article for state premium levels). SCHIP enrollees typically make co-payments of five dollars for office visits, with a range from $0 to $15, depending on the state and the family's income (see Appendix 2).
Other Coverage
The U.S. Census Bureau reports that 2.1 million U.S. children obtain health coverage through the military. 
Uninsured
Although determining the precise number is difficult, approximately 9.2 million children lack health insurance. (See the article by Holahan, Dubay, and Kenney on uninsurance trends in this journal issue.) An estimated 5 million of these children are thought to be eligible for either Medicaid or SCHIP. Two out of three uninsured children (67%) are in families with incomes under 200% of the FPL. More than three-quarters of uninsured children (76%) have at least one parent who works full time.
14 Uninsured children can obtain health care at hospital emergency rooms, from physicians providing charity care, and from public clinics. Many public clinics receive federal funding. Nonetheless, the parents of uninsured children are more likely than those of insured children to forgo and delay needed health care for their children. 15 Uninsured children are three times more likely than those with Medicaid not to have a regular physician or other type of medical home.
16 Uninsured children are three to six times more likely than their insured peers to go without needed medical care, medications, eyeglasses, or mental health services.
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Public Health Insurance Programs: Medicaid and SCHIP
Medicaid and SCHIP have interdependent and, in many ways, mutually beneficial relationships. For example, children can move from one program to the other when their family circumstances change or when they simply grow one year older. Continued close integration of the two programs is needed to assure continuity of care and coverage for low-income children.
In this section, more extensive descriptions of the two programs illustrate how they have benefited from and influenced each other. The section also examines remaining gaps in eligibility, benefits, and other program elements that still need to be addressed.
Medicaid: Entitlement to Coverage for Low-Income Children
In March 2000, Medicaid, the workhorse of public health care programs, covered 15 million children, or one out of every five children in the country. 18 Total state and federal Medicaid spending was $225 billion in 2001, with children's services accounting for $34 billion (15% of spending). 19 Throughout the 1990s, Medicaid programs rapidly adopted managed care for children and other populations, both to increase access to care and to control rising costs. 20 Despite limited resources, many Medicaid programs have carried out extensive quality-assurance activities that focus on improving the health of lowincome children. Medicaid programs have also worked diligently and creatively within the resources allotted to them to enhance access for beneficiaries, especially those with specific linguistic, geographic, or cultural needs.
Eligibility
Medicaid was created by Title XIX of the Social Security Act (1965) as an entitlement program to pay for health care services for specific categories of low-income people. 21 The largest federal health program for children, it reached just over 21 million children throughout 2000 and covered one-third of all infants and one-fifth of all children in the United States.
22 Medicaid income-eligibility levels for children vary according to the child's age (see Appendix 1).
The program was enacted to complement federal cashassistance programs, and most beneficiaries were formerly eligible for income assistance. Over time, and at a greatly accelerated rate during the 1990s with the implementation of welfare reform, Medicaid has evolved into a more freestanding health care program for the traditional categorical eligibility groups and for the more broadly defined working poor. In addition to covering low-income children, for example, Medicaid provides health care coverage for low-income pregnant women, the elderly, people coming off welfare, Supplemental Security Income (SSI) recipients, low-income Medicare beneficiaries, and other, smaller specific groups.
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Benefits
Medicaid benefit packages are considered comprehensive. The federal Medicaid statutes specify a set of basic health and long-term care services that must be provided to all enrollees and an additional set of more comprehensive services that are optional for states to provide.
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In addition to physician, hospital, and nursing home services, Medicaid programs may cover extended mental health and chemical dependency treatment, prescription drugs, and long-term care for people with disabilities. 25 Support services such as medical transportation and translation services are normally covered. 26 The Future of Children
The Early and Periodic Screening, Diagnosis, and Treatment program (EPSDT) for children was established within Medicaid in 1967. 27 EPSDT consists of a comprehensive set of screening services-including vision, dental, and hearing-and the diagnostic and treatment services that result from the screenings. The screening component is similar to a comprehensive well-child visit. The treatment component includes a requirement that states cover an optional benefit if the service is needed to treat a condition identified by an EPSDT screening, even if the state has not chosen to cover that benefit. 28 EPSDT is intended to identify and provide the intervention a child needs to grow and develop to his or her potential. In many states, actual EPSDT screening rates fall far short of 100%. For example, nationwide, only 67% of Medicaid children received at least one screening in 1998.
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Cost Sharing
Federal law prohibits nearly all charges to families for services provided under Medicaid. Categorically eligible children, who are eligible because of their families' low income, comprise the vast majority of Medicaid children. They may not be charged for services or required to pay premiums. Only medically needy children, those in higher-income families with significant medical bills, and children in states with waivers to this prohibition can be subjected to nominal cost sharing.
Delivery Systems
Medicaid tends to rely on three different systems for delivering care: managed care, which means enrollment in fully capitated HMOs or prepaid health plans; primary care case management (PCCM), also known as "gatekeeping," in which primary care providers are paid a set amount per month to provide primary care services and make referrals, while other services are paid on a FFS basis; and FFS, in which a fee is paid for each service provided to the beneficiary. 30 Most states (48 plus the District of Columbia) operate at least one managed care program for Medicaid, while 7 states rely exclusively on PCCM. Two states (Alaska and Wyoming) only use FFS.
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In 2000, more than one-half of all Medicaid enrollees (55%) were in managed care, up from 23% in 1994. This trend was primarily motivated by states' interests in con-trolling Medicaid costs, although improving vendor accountability, clinical quality, and consumer satisfaction are also cited as reasons for expanding managed care.
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Low-income children and pregnant women were among the first groups to go into managed care in Medicaid. More than 90% of states have had managed care for poverty-level children since 1994. More recently, states have been developing managed care programs for beneficiaries with disabilities.
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An important issue for Medicaid is the rate at which Medicaid reimburses health care providers for services to children. Relatively low payment rates and additional paperwork make some physicians reluctant to see large numbers of Medicaid patients. 35 Medicaid reimbursement rates vary widely from state to state and service by service, but a recent study found that Medicaid physician payment rates for a set of common services were 64% of Medicare rates, for example. 36 Most Medicaid programs (more than 70%) that contract with managed care plans take age, gender, and eligibility category into account in their payment rates, and more than one-third (36%) adjust payments for health status.
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To establish the level at which health care providers are reimbursed for their services, Medicaid programs use four strategies: rate setting, where the state determines what the per-person per-month payment will be; negotiations, where the state and health plans negotiate a monthly payment rate; competitive bids, where health plans submit bids to the state for the monthly payment amounts; and previous performance standards, where the previous year's payment rates are increased by a set percentage. 38 In 2000, 76% of state Medicaid programs used rate setting to pay contracted health plans, 50% used negotiations, 40% used competitive bids, and 17% based payment on previous performance. 39 Several states use more than one payment method (such as using rate setting to establish a payment ceiling and allowing health plans to competitively bid below that rate) to determine their eventual capitation rates.
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Outreach and Marketing
Medicaid agencies uniformly work with communitybased agencies to conduct outreach and marketing. Most states (70%) use social service agencies, mailings, public meetings, health fairs, and provider offices to inform potential beneficiaries about Medicaid. In 2000, almost two-thirds of states (61%) contracted with other organizations to help enrollees select a health plan, up from 31% of states in 1996.
41 Quality States using managed care plans to deliver services to Medicaid beneficiaries are required by federal law to develop and implement a "quality assessment and improvement strategy." For services delivered through FFS, states have more flexibility in monitoring the quality of care; however, they must assure that services "are of high quality." 42 Medicaid programs using managed care make extensive use of quality-of-care measures. All Medicaid programs contracting with health plans require health plans to submit utilization data and performance measures to the state. 43 The most common measures are those developed by the National Committee for Quality Assurance in the Health Plan Employer Data and Information Set (HEDIS). Almost 90% of Medicaid programs contracting with health plans collect the HEDIS measures, and 71% collect additional state-developed measures. A large majority (more than 80%) collect enrollee survey data and grievance and complaint information and require health plans to carry out their own quality activities. The most commonly used enrollee survey is the Consumer Assessment of Health Plan Study (CAHPS), used by 74% of the states that conduct surveys. In addition, more than 80% of states use the data they collect from health plans to conduct quality studies, identify areas that need improvement, provide feedback to health plans, and make plan comparisons.
All Medicaid programs using managed care are required to contract with an external quality-review organization. The majority of these contracts (83%) are with peerreview organizations. Most external review organizations conduct both random and focused medical chart reviews and validate performance measures reported by the health plans. States also conduct their own monitoring of enrollee hot lines, voluntary disenrollment surveys, state audits, and ombudsman programs.
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Access Almost all Medicaid programs with risk programs consider some access measures when selecting health plans with which to contract. Typical factors include the extent of the primary care and specialty network, location of providers, number of linguistically appropriate providers, and cultural competence. More than 90% of Medicaid programs use contract language to assure maximum waiting times for appointments, maximum travel times to providers, 24-hour coverage, minimum provider-to-enrollee ratios, and out-of-network access when services cannot be delivered in-network. states, respectively. 47 Removing asset tests can greatly simplify the enrollment process for families, and permitting families to mail in applications rather than go to a state or county office in person makes applying more convenient. 48 In addition, many states no longer require paper documentation to verify income eligibility. In 2002, 13 Medicaid programs accepted self-declaration for income, 43 did so for residency, and 45 did so for the child's age. 49 Instead of paper documentation, programs typically carry out a variety of other verification techniques, such as auditing a sample of enrollees and matching self-reported income with other sources of income data.
Renewal
States also have pursued strategies to simplify the procedures required to renew Medicaid coverage. For example, 42 states provide continuous enrollment to children for 12 months, rather than requiring reapplication at 3 or 
SCHIP: Extending Coverage for Low-Income Children
SCHIP was enacted as part of the Balanced Budget Act of 1997. It provides federal matching funds for states to implement health insurance programs for children in families that earn too much to qualify for Medicaid, but too little to reasonably afford private health coverage. Although only five years old, SCHIP has enrolled millions of moderately low-income children, helped streamline Medicaid, marketed itself exhaustively, delivered a fairly generous benefit package, and, from 1998 to 1999, played a part in the first decline in the number of uninsured in the country in 12 years. 54 By December 2001, the fourth year of implementation, SCHIP had enrolled 3.5 million children. 55 SCHIP continues to evolve, and enrollment continues to grow. States are also moving forward with initiatives to further simplify administrative processes and strategies to coordinate SCHIP more closely with Medicaid.
Through SCHIP, states can provide coverage through two different options:
◗ Create a separate children's health program that meets the requirements specified under Section 2103 of the act, an option known as "separate" or "stand alone" SCHIP; or Despite the increased uniformity of income-eligibility levels resulting from SCHIP, a patchwork of separate state policies dictates how to define critical terms used in determining eligibility, such as "income" and "household members." States use widely different income-disregard policies, which results in people with the same income qualifying for SCHIP differently, depending on where they live. Benefits SCHIP health benefits are similar to, but not as comprehensive as, those offered under Medicaid. SCHIP covers physician, hospital, well-baby, and well-child care; prescription drugs; and limited behavioral and personal care services. Beyond those services, the benefit package must demonstrate actuarial comparability to specific benchmark packages, such as the Federal Employee Health Benefit program or the state's employee coverage. For example, in contrast with Medicaid, private-duty nursing, personal care, and orthodontia are usually not covered by SCHIP. Support services such as translation services are often covered by SCHIP, but some states encourage rather than require them. See Appendix 3 at the end of this article for more detail on SCHIP benefit packages and how they compare to Medicaid benefits.
Separate SCHIP programs offer leaner benefit packages than Medicaid. Compared to Medicaid, fewer separate SCHIP programs cover services such as intermediate care facilities, personal care services, and private duty nursing-a reflection of Medicaid's broad benefit package for a disabled population. To compensate for these gaps, some states have developed additional programs for children with special health care needs who would have otherwise been enrolled in SCHIP.
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Cost Sharing SCHIP often requires modest premiums and co-payments. Four out of five separate SCHIP programs require cost sharing, but federal law prohibits cost sharing from exceeding 5% of a family's income. (See Appendix 2 for a list of cost-sharing levels for SCHIP by state.) The types and levels of cost sharing imposed by the programs have evolved over time. While 78% of separate SCHIP programs required premiums in 1998, only 67% did so in 2000. 59 Most separate SCHIP programs have a tiered cost-sharing approach, with higher cost sharing for families with higher incomes (that is, above 150% of the FPL). Co-payments range from $1 for a generic drug prescription to $100 for an inpatient hospital stay.
Maryland, Massachusetts, Rhode Island, and Wisconsin operate employer buy-in programs funded in part by SCHIP funds. In these programs, premiums are paid by employers, employees, and the state. (See the article by Curtis and Neuschler on premium assistance in this journal issue.) With SCHIP funds offsetting some of the costs of coverage, more employer-based coverage may be provided.
Delivery Systems
Like Medicaid, SCHIP uses three systems to deliver care: managed care, PCCM, and FFS. Most (78%) of the 35 states with separate SCHIP programs use some form of managed care to deliver health services. Almost one-half (46%) of SCHIP programs use only HMOs to deliver care, 30% use both HMOs and PCCM, 11% use only PCCM, and 15% use FFS. 60 Outreach and Marketing SCHIP faced great pressure during early implementation (and the pressure continues today in many states) to show significant enrollment increases. States have shown considerable creativity and energy in their marketing efforts. (See the article by Perry in this journal issue.) Now facing significant budget constraints, most states have directed SCHIP to cut back on statewide advertising campaigns. States typically limit marketing to community-based and school-based outreach programs.
Quality
As SCHIP has matured, states have carried out more activities aimed at assuring the delivery of appropriate, high-quality care for enrollees. By 2000, a vast majority of programs (90%) required health plans to report performance measures, such as HEDIS measures. About 70% of programs also require state-developed performance measures. All the separate SCHIP programs and 90% of the Medicaid expansion SCHIP programs carry out enrollee surveys to measure customer satisfaction.
In addition to health plan reporting requirements, many states contract with an independent qualityreview organization to monitor and improve the qual-ity of care delivered to SCHIP enrollees. Four out of five Medicaid SCHIP programs (83%) and 38% of separate SCHIP programs contract with peer-review organizations. An additional 38% contract with other types of independent quality-review organizations.
States typically monitor the SCHIP enrollee hot line, reviewing call center performance statistics on a regular basis. Similarly, they monitor voluntary disenrollment levels and voluntary health plan switching. Close to onehalf of the SCHIP programs perform desk audits of the enrollment activities carried out by health plans. One out of five SCHIP programs requires health plans to obtain accreditation by an outside organization, such as the National Committee for Quality Assurance.
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Access SCHIP programs uniformly examine the capacity of potential health plan contractors to provide adequate access to care, including factors such as location, hours of operation, and cultural competency. Almost all Medicaid and separate SCHIP programs consider the size and location of the primary care providers and specialists participating with the health plans, and they require the health plans to provide 24-hour coverage for enrollees. A large majority of states (85%) use maps to evaluate provider networks in various parts of their states. Threequarters of SCHIP programs have maximum travel time and maximum waiting for appointment time standards. More than two-thirds of states with risk contracts evaluate how many providers are accepting new patients.
More Medicaid than separate SCHIP programs use cultural competency and linguistic criteria in making their health plan selections. Once contracts are in place, however, a similar percentage of Medicaid and separate SCHIP programs require telephone interpretation, live interpreters, and translation of written materials. Most Medicaid SCHIP and separate SCHIP programs promote the use of traditional safety net providers. Community clinics, family planning clinics, local health departments, maternal and child health clinics, community mental health clinics, and school-based clinics are often promoted in contracts.
Less than one-third of SCHIP programs require health plans to contract with providers experienced in providing care to children with special health care needs.
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Administrative Simplification SCHIP programs almost universally allow families to mail in their applications or submit them to designated eligibility sites in the community, such as communitybased organizations. This method increases access to the programs, because families are not required to schedule and attend interviews with state or county officials.
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Only one separate SCHIP program (Utah) and four Medicaid expansion SCHIP programs (Alabama, New York, Tennessee, and Utah) still require face-to-face interviews. 65 To further streamline the process, some separate SCHIP programs accept self-reported family income when determining financial eligibility. 66 (Eleven states-Alabama, Arizona, Connecticut, Florida, Georgia, Maryland, Michigan, Mississippi, Vermont, Washington, and Wyoming-accept self-reporting.)
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Outsourcing Two-thirds of states with separate SCHIP programs contract out substantial administrative functions to private contractors. Almost two-thirds of these programs contract out marketing, claims processing, actuarial services, member services, enrollee surveys, and outreach functions.
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Renewal A continuing challenge in both Medicaid and SCHIP is retaining enrollment. Monthly turnover is considerable, particularly at 6-and 12-month renewal periods, as income, family circumstances, and administrative activities change. SCHIP has sought to assure stability for enrollees through a variety of policies and practices, such as providing 12 months of continuous eligibility, sending preprinted renewal forms, and providing grace periods when premiums are late. 71 Connecticut, Pennsylvania, Tennessee, and Wisconsin are not far behind, all with less than 5% uninsured in that survey. 72 Medicaid and SCHIP are continuing to pursue innovative technology solutions to reach out in low-cost ways to potential enrollees. Five states (California, Georgia, Pennsylvania, Texas, and Washington) have developed sophisticated statewide Web-based online enrollment capacities for Medicaid and/or SCHIP. Arizona, Florida, and Michigan have pilot programs in place. 73 Through both Medicaid and SCHIP, states have demonstrated that a flexible partnership with the federal government can be rapidly and effectively implemented. With a weakened economy and severe state fiscal situations in the coming years, these successes may be threatened. Furthermore, the fact remains that millions of children in the United States are eligible, but not covered by these programs. Continued efforts will be required at both the state and federal level to face the challenges presented by upcoming funding constraints and to ensure that public health care programs for children strengthen rather than erode in the future. 
